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MEMORANDUM FOR: Chief, O/BPAM 


SUBJECT 


REFERENCE 


: Purchase vs Rental of Computer Equipment 

t Draft policy statement, same subject, 
aid 23 Oct 64 (attached) 


1. T.h." attached on purchase versus rental of. 

computer equipment, per your telscon request. 

” y T r ’.r 1 to m oV* *'*;■» -■ 1 ‘ r™ v sfr j, *'0''v>eii!t in -’-ranh 

5 on equipment purchase as positive aa possible. 


3. Computer managers in general are understandably 
apprehensive about commitment through purchase to a particular 


will be a rapidly developing one for the nest three to five years, at 
least. And the computer industry certainly will continue to be 
characterized by change and advancement as well. CIA must be 
postured to take advantage of technical improvements and to adjust 
its computer resources to accommodate workload extensions. 

: -v.r.y C7 c oui'Js;: .h-'-.oc of uyrckse cf computing 

equipment, very particular attention must be given to condition 
5, C, (2) ia the attached statement. : cv Aw- ■ 

5. In spite of the caution clearly called for in proceeding 

down the purchase route, I do feel we may conclude that purchase of 

some elements of the new generation computing complex now being 
planned is reasonable. Although, the OCS workload is more dynamic 
than NPIC f s or RID'a, OCS is the CIA Computer Center and may be 
large enough in its future configuration to provide the best (least 
risk) laboratory for trying the purchase concept for new generation 


uy^ii HiiLja i im. 
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gear. Accordingly, 1 have instructed the study te am now at work 

on the equipment question ia CCS to weigh very carefully the 
purchase issue in the light al the attached policy statement in 

generating its equipment recommendations for the CIA Comouter 

Center. 
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Attachment: A/S 




Assistant Director 

Computer Services 
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23 October 1944 


'•'O' 


MEMORANDUM FOR; ' CMcf, O/B PAM 




' '1 y ? 


SUBJECT " ; V ’;.’ v ' ; ; ; ' Wutcha ie' yd 

o - ^ ^ * v - fyj ?. ■ -.f,* v Tf : • - - - - t * ^ 4 i 


Purchase vc • Rsafral Tfegqu^iStlgm of purchase v» ’• 

retaiai o$. compiler cqtrtuntMsryi baa- &eccrm« a ssyttiar cl very acffwy 

coacera to computing pfoaaesrs in bats* w« 

Branches ei the Government. 
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2. Bureau of Budget Ground Balsa - ha it® effort# to assist 
local computer managers ia weighing the fmrebas# vs 



BOB Ground Rule® 


CCS Statement 




• ». Purchase i« preferred '' 

wfcea: 


: ;, '-r. 


r^-1. 
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m 

V" v 


r. -v.-s, be | 1 ) The utility of corn-put 





■ i -4- x '?■ /■ & indeed, CIA is well started 

^ sr.-fl ' , intethe development of major 

' " ':■ ' ,, ~Z* EDP facilities* 

' > P'\ /- - :. ;,CTM» condition suggests g P 
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BOB Ground Rules 

( 2 ) Tine break-eves 
potal la coat through 

purchase rather Shaa 
rental will occur in six 

years or lesa* 


(!*> 'The present awJ 
projected workload is 

such that equipment 
purchased will s&tfefy 

needs beyond the 
break-even point. 


PCS Stateme nt 

(2} The break- even. point for 
most pieces of equipment doe® 
occur within the six year time 
frame, even including cost ©£ 

' maintenance contracts. . 

(This condition suggests 
purchase.) 

(5) T he CtA computing workload 
is &tiil smdar rapid development, 
la the past four years, ZZ new 
computer units or updated con- 
figurations have been acquired. 
Workload projections suggest 
caraeiHes of current 


. sC'll 2 -3 


sar wi 


beff 


b&ve seen 

■ -* O Ci. si k.* 


even point in cost would bo 
reached. Expansions of CIA 


• . ■> .v- *>• 4- rst <?y ^ . ,L ’t ?.3? V i*!i 4ft f 


-:■ ’? ••'■ kl • ' -i '1 onid 1)0 (a) mods -ra, 

|xjar aaa (bjl fully compatible. 


gaar. 


(This condition suggests rental 
of present equipment. ) 
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b. Lease- wl th- ootioa- 

MWHU 4M* 

to- our char-a is 

u/- A 1 2? rfj. 4» **v b4fc K‘V* *■£ 


(1) Projection of 
workload and hard- 
ware needs is not 
firm or clear because 
a period of additional 
operation l» required 
before a valid pro- 
jection can be made. 


(1) Th® CIA computing efforts 
ia KID, NPIC, and CCS ar® aew 
enough that solid projections &©£ 
hardware requirement® for a 
six-year period are not feasible. 
(Condition, suggests non -purchase 
and great caution la leaee-with- 
opUon-to- purchase . ) 
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BOB Ground Hulas 


ferred whem, 


f I ) The status ■&£ CIA comp* 
program* and the recast fid's 
el third generation eqaipmes 
<m the competes? .market eng; 

straight lease of outboard 

c</ xi*p' n. i. c* Ml « 


|1) Neither purchase ' 
nor lesso-tvith-eptiou” 
to-parcbaae Is !ndicat< 
©d, per tltfi above* 


3. Impact of tW N«W Third- gene-ratioa 


The recent- appearance oa the computer market of 
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probable best solutiaa im moving to third-gene ratios, gear will bm 
the recently ftnaouiiced IBM 360 system. The risk la buying this 

psarf.lcta.Iar are product 1 a reduced by (!) ' tfee MKcttoaee of the 


product aanntraced, { 2 } IIa? fact 


corporxtiea*. with its unparalleled resource®, is solidly committed 
to the euccee® of the 360 system (both hardware and software) ; a®4 
(3> the additional fact that the IBM 360 system* will certainly have 

the- world*® largest user population, thereby guaranteeing vitality 


and longevity to the system. 

A further word ©u l&e ^uesiloa of purchase of IBM 363 
components, --Calculation of the fcreafe-«ve» point an purchase 


v® rental us iaRueecod fia favor of s 

'kH^-Mten- . . . “ 

second* and third-shift operations. 


mrck&ee) fey the rental, coats of 

A mw factor regarding the ■ 




system, is that second- e.sxd thlrd-sMSt ra-ate 




been sebttnntiatUy reduced by IBM. (Item 46’3b to 16%). This change 

ia overtime- rental practice will toad to le$*<3ti the advantage of 

^vloaae-at marchae-er 1 " 


a. That CIA not -purchase feat continue to rent 


fev That CIA eesaaain* positively and cs refelly 

the advantage® of par chase over rental of its 
.--' tMrd-getws ration systems &a. such system* lake 

stop®- over the asset two to three years? 

«. That CIA purchase those elements la suck 

tSsicdl a. tic s © y in.-.'' -;..- :;- 

- (1) which offer the prospect of net 

. > savings ia cost (relative la rental) 
within she years from the- date- of 
aet$ui® itios; 

( 2 ) which -will costim® to he 
serviceable and su*imp*di»g. element® 
wfthia our computer configurations eve a 
though anticipated changes In mala coav- 
poneats sad peripheral units occur prior 
to the break-even paint? 

AMP 
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(3) which can ha effectively 

maintaiuuico c@atr»c?s. 
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V0 JOSEPH BECKER 




" ,• '> < Com j«at«r 5tfYie«» , ’ ' 

; - ,* . , r J * r > * 

, . •, •'• .. - V’V7'..iv " • V. V'* .’ ' ■; : -Nr :; •■ • '•; . - ‘ : > . • ■ •■•-•>'• 

' , • * V * * ‘ * ' ” ,f. . - ‘ ' , \ fee ' >-v? . « 3- ’ <• ■ r i ' 

. $ \'f * i ■ -■ i ^ - v - \ ,j ' 

Distribution: g 1 .# 

•. . • <. . ' - • •••■.' •?;••••: % ••- • • ; •. v' {v v . ■». -./?•.*. : •’ w**- •*? 


Orig+l - Adse 
1 — DD/P Plans Group * 
_ 1 NP1G 


%i :1 v 

■y 



• V 1 S3' V-i 


"iV V * * 




1 - File 
1 - Chrono 

GCb/ j£>cJ 


‘ ■=' 'i»r* ' .vV 


: 

!>;>?*> 


; ' : 7 :' : i y~- 




’ :< V.»‘ .•/. '*.V S 

'?:* * •• } ' 


■ My . : 


V.J-'&a 


Vr ; SU , 



, 'U& :i 


f r . ; .v ;-4fV ; ri . M - -* , : , 




■ r :V. •■” v. .■ ■> • .•• > 


: V-’f- 






• t : a-' 








... A^av^v; -f : d. 




- **.»2 


-vtvw- * vr- ., } v 

tWA AO AO'nAArtortArtTlAn ii o A *‘:>-. 5 TA’: •;• -.= 


Approved For Release 2004/05/05 : CIA-RDP8SB0d803R000200d70043^ : 7 


its m tmemml 
»2;torajnafM[ 


or\//< 




Approved For Release 2004/05/05 : CIA-RDP85B00803R000200070043-9 


OCS - Equipment — Purchase vs. Rental 

This question became a matter of active concern to 
computing planners in the U.S. Govt and the BOB set forth 
ground rules f or weighing pro's and con's - 
to stimulated consideration of purchase instead of usual 
rental of equipment. Purchase preferred when equipmt cld be 
successfully and advantageously used; the break-even pt in cost 
vs rental wld occur in 6 yrs or less; & present and projected 
workload such that equipmt wld satisfy needs beyond breakv-even pt 
30 October 1964 - Mr. Becker advised the Chief/OBPAM \thru 
that OCS was concerned over the idea of being committed-Vjpurchase 
to a particular computer for over six years since it was^ 
essential for CIA computing resources to remain dynamic. 

He did, however, feel that OCS as the Agency's Computer 
Center , w ^isb?arge enough in its future configuration to 
test the purchase concept in the new generation equipment. 
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